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The Physiology of Credit and Money. By OSWALD ST. CLAIR. 
(P. S. King and Son, Ltd. Pp. 170.) 
THIS little book contains matter of interest, as an attempt to 
explain the working of the money and credit system. It appears 
open to criticism, however, as failing to make clear the con- 
nection between alterations in the volume of credit and in the 
volume of income. The author insists that credit does not raise 
prices, that the aggregate of value of goods sold in the retail 
market is limited by the aggregate of income, and that whole- 
sale dealings can only vary the distribution of profits between the 
parties, without adding to the total. An increase in the level of 
prices appears to be regarded as due to the direct spending of 
new gold (or legal tender money). The author's illustrative 
physical analogies and diagrams are useful up to a point, but he 
does not appear to admit all the logical conclusions of his own 
argument. On p. 121, for instance, the sentence: "The aggre- 
gate price realised by all the goods sold at R will not exceed the 
aggregate income of the people," like many other sentences, 
seems to ignore the fact that that income is not given as a fixed 
thing. If credits are expanded, the income stream also is ex- 
panded. If dealers make more profits, that, for them, is income. 
If a manufacturer gets a credit and buys goods and pays wages, 
that credit goes into somebody's income stream, and if the credits 
are being created faster than they mature, the income stream 
swells. An increase of gold or legal tender notes counts for far 
more than its mere numerical total as an addition to the aggregate 
of "money," because it can be made the basis of a much larger 
total of increase of credit. It is suggested that this point should 
be dealt with, even though, for the purpose of preliminary explana- 
tion, it is doubtless simpler to explain the working of credit on 
the assumption that credits created are not, for the time being, 
exceeding those maturing. C. F. BICKERDIKE 
The State Debt and the National Capital. (Methuen. Pp. 78.) 
THE anonymous author of this little book.propounds a novel 
and ingenious scheme, or, rather, a principle capable of being 
worked out in many alternative schemes, for dealing with the 
national debt. The proposal starts from recognition of the fact 
that any successful system of paying off the debt must have the 
effect of lowering the rate of interest generally, and will there- 
fore raise the market value of securities. Holders of securities and 
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of property generally will therefore benefit by this enhancing of 
values, and for that reason they may reasonably be called upon 
to shoulder the main burden of redemption. Instead of a capital 
levy, however, what is proposed is a compulsory special levy on 
income from capital (the definition of "unearned " income requir- 
ing, perhaps, to be more scientifically made than it is at present), 
the levy to be made, it is suggested, each year for twenty-five 
years, at the rate of 5s. in the ?1. It is proposed, however, that 
this should not be a pure levy, but that new State bonds should 
be issued to the payer of the nominal value of ?100 for every 
?100 of levy paid, but bearing 21 per cent. interest (the actual 
rate might be more, or even less, but 21 per cent. is taken for 
illustration). The author calculates that this new bond, which 
would be redeemable at par, would have a market value to start 
with of about ?60, in view of the prospect of its ultimate redemp- 
tion at par, so that the burden imposed would be really ?C40 
instead of ?100, and against this there is the further consideration 
that the amount of taxation which would otherwise be required 
for a sinking fund would be remitted. It is estimated that a debt 
of 7,500 million at 5 per cent. would be replaced, in twenty-five 
years, by one of 5,000 million at 2i per cent., and that the capital 
value of the 21 per cent. bonds would by then be somewhere near 
?100. The substantial economic argument for the scheme is that 
it would increasei considerably the volume of reaf savings. If the 
State merely took ?40 from a taxpayer he might or might not 
save some of the rest of his income, but if ?100 is taken, and a 
bond worth ?60 given in return, the chances are that most people 
would not sell the bond to spend the money. Business people 
might borrow on it for business purposes, but it is contended, with 
good reason probably, that there would be an increase of savings, 
and it is therefore not necessarily fallacious to contend that in 
the long run the property-owners who paid the levy would not 
be worse off, excepting for loss of interest, and the nation as a 
whole would gain by the increase in the volume of real capital. 
The debt of ?5,000 million at 21 per cent. which would remain 
at the end of twenty-five years would be lightly borne. 
The actual figures and detailed calculations would require 
revision in the light of more recent knowledge, and need not be 
referred to here. The further proposal, however, that increments 
of capital value other than that of the war loans should be taxed, 
seems hardly fair. The unfortunate holder of consols which had 
been bought before the war may well contend that if the value 
rises again in the course of years, he is only getting a very belated 
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return for the sacrifice he has already suffered in having the pur- 
chasing power of his income halved for many years, in addition 
to having to pay his quota of the proposed levy. 
As a method of dealing with the permanent debt, the scheme 
is well worthy of consideration, and the pros and cons might be 
argued out a little more fully. The book will not be-found easy 
reading. In particular, the working of the "anticipatory " scheme 
is not easily followe.d. One would also like to be convinced that 
the levy would not be just as liable to be "raided " as an ordinary 
sinking fund. Suppose, as is sure to be the case, that the Govern- 
ment requires to borrow additional money for various purposes) 
are they to be expected to go on paying off the old debt under 
this scheme, and simultaneously creating another debt at the 
current rate of interest? One rather suspects, that long before 
the twenty-five years had run, other uses would be found for the 
money produced by the levy. At present, however, and for some 
years to come, the floating debt is the problem, and the scheme 
is capable of being adapted to meet this problem by increasing the 
rate of interest given on the bonds, and increasing also the amount 
of the levy. The ?C200 millions per annum contemplated in the 
model scheme propounded in the book would not give a sufficiently 
rapid repayment of the floating debt. 
In conclusion, one must express thanks to the author for a 
very suggestive and acute exposition of the problem. 
C. F. BICKHRDIKE 
Xlconomie Industrielle et Sociale. Par LAURENT DECHESNE. 
(Liege: Joseph Wykmans. Pp. 105.) 
Economie Coloniale. Par LAURENT DECEHESNE. (Pie"ge: Joseph 
Wykmans. Pp. 88.) 
Pconomie Ge'ographique. Par LAURENT DEcriiFjSNE. (Liege: 
Joseph Wykmans. Pp. 287.) 
Economie Coloniale. Par LAURENT DECHESNE. (Lie'ge: Joseph 
Wykmans. Pp. 237.) 
IN these four volumes Dr. Laurent Dechesne covers practically 
the whole of the ground of what he terms applied economics. 
By far the greater part of his space is occupied with descriptive 
economics; in the two first volumes there is also a certain modi- 
cum of economic theory. The four books, however, do not claim to 
be treatises in any sense of the word, but merely compilations 
in the form of brief notes for the use of students, and we can 
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